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Mihi 
E ngā tāne, e ngā wāhine, e tau nei, tēnā koutou katoa. 
Ka tino nui tāku mihi o aroha ki a koutou i tēnei ra. 
Kei te mihi ahau ki ngā taonga o Te Atiawa, 
    tāngata whenua o Te Ūpoko o Te Ika a Māui 
Ka iti tāku mōhio o te reo Māori, 
    ēngari kei te mihi ahau ki tēnei taonga o ēnei motu. 
Tēnā koutou. Tēnā koutou. Kia ora tātou katoa. 
Outline of the Presentation 
1. Market income inequality and               
labour market skills. 
2. A skills mismatch in New Zealand.  
3. An integrated model of skills formation.  
4. Two hypotheses of problems in skills 
formation in New Zealand. 
5. Recent positive developments. 
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Source: Bryan Perry (2012) Household Incomes in New Zealand. Wellington: MSD. 
Can policy affect the distribution of 
market incomes directly? 
What drives market income inequality? 
• Inherited and accumulated wealth. 
• Work-rich versus work-poor households. 
• Age, education and experience. 
• “Labour market skills”. 
Labour Market Skills 
“Skills have become the global currency of the 21st 
century. Without proper investment in skills, people 
languish on the margins of society, technological 
progress does not translate into economic growth, 
and countries can no longer compete in an 
increasingly knowledge-based global society.” 
(OECD, Better Skills, Better Jobs, Better Lives, 2012)  
Evidence of Skills Shortages in NZ 
“The Essential Skills in Demand (ESID) Lists help 
to ensure New Zealand’s skills needs are met by 
facilitating the entry of appropriately skilled 
migrants to fill identified skill shortages.” 
“The focus of the lists is to identify skilled 
occupations where there is a genuine shortage 
of New Zealand workers.”  
Number of Occupations on the Lists 
February 2013       Number 
Long-term Skill Shortage List  116 
Immediate Skill Shortage List  97 
Total  213 
Some Examples 
Long-Term Skill Shortages 
• Automotive electrician 
• Chef 
• Diesel motor mechanic 
• Electrician (general) 
• Food technologist 
• ICT business analyst 
• Physiotherapist 
• Registered nurse (aged care) 
• Social worker 
• Web developer 
Immediate Skill Shortages 
• Apiarist 
• Arborist 
• Assistant Herd Manager 
• Assistant Farm Manager 
• Baker 
• Café and restaurant manager 
• Motor mechanic (general) 
• Scaffolder (advanced) 
• Truck driver (general) 
• Upholsterer 
The other side of the coin 
At the same time that employers are reporting 
skill shortages in a large number of occupations, 
there is evidence that large numbers of prime-
age New Zealanders are living on incomes well 
below what should be expected given their years 
of education and experience. 
Income Distribution of 30-34 Year-Olds in 2006  
Full-time 
minimum 
wage 
40% 
Source: Census 2006 
Percentage with income below $20,000 
Census 2006       Percent 
  European  36.2 
  Māori   49.2 
  Pacific  47.3 
  Asian  53.3 
  Other  54.9 
  ALL  39.5 
OECD evidence on low wages for skill 
A Skills Mismatch 
• The combination of skills shortages reported 
by employers and low incomes for prime-age 
adults suggests a skills mismatch problem in 
New Zealand. 
• A skills mismatch problem won’t be solved 
simply by investing in a higher level of 
education attainment. 
 
Human Capital Theory (HCT) 
• HCT is the core model in economic analyses 
of investment in education. 
• Individuals choose to forego immediate 
income-earning opportunities to enhance 
their capabilities (through education), 
which will generate higher future incomes. 
 
Human Capital Theory 
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Examples of HCT Policies 
• Raise the school leaving age to 16. 
• Increase the proportion of 18-year-olds with 
NCEA level 2 or equivalent qualification. 
• Increase the proportion of 25 to 34-year-olds 
with advanced trade qualifications, diplomas 
and degrees (at Level 4 or above). 
These are not enough without other changes… 
 
Signalling Models 
• A branch of the literature highlights the role 
of qualifications in signalling to potential 
employers that an individual has high abilities 
in areas relevant to the employer’s business. 
• To be effective, qualifications earned by 
individuals have to be relevant to employers. 
 
Signalling Models 
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Examples of Signalling Policies 
• Rationalising large numbers of provider-based 
qualifications. 
• Strengthening employer-educator linkages at 
secondary and tertiary levels. 
• Embedding the so-called ‘employability skills’ 
in teaching curriculums. 
Comparative Advantage (CA) Models 
• At least since a paper by A.D. Roy in 1951, 
economists have recognised the importance 
of matching an individual’s strengths 
(comparative advantage) to the technical 
requirements of different employment 
opportunities. 
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Examples of CA Policies 
• Deliberate programmes for stimulating 
‘vocational imagination’. 
• Careers New Zealand has produced Career 
Education Benchmarks for secondary schools 
and for tertiary institutions. 
• An education system resourced to make the 
most of learner diversity. 
Integration = Skills 
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Examples of Integrated Policies 
• Industry skills leadership. 
– Previously a statutory role of the Industry Training 
Organisations (ITOs). 
• Regional skills training ecosystems. 
– Previously a TEC-funded role for Institutes of 
Technology and Polytechnics (ITPs). 
• Tripartite councils involving trade unions. 
– To define and reward skilled labour. 
Human Capital Theory is not enough…  
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Instead…  
Hypothesis 1 
Obtaining labour market skills is a cycle of 
discover, discipline and display. 
• My hypothesis is that a large number of young 
people are dropping out of this cycle because 
our vocational education and training systems, 
from primary school on, have not been well 
equipped to cope with learner diversity. 
Evidence (1) 
• Ernie Buutveld is a Past President 
of the New Zealand Principals’ 
Federation. 
• He is Principal of Havelock School 
in the Marlborough Sounds. 
• While he was President of NZPF in 2010, he 
made the following observation about students 
in New Zealand primary schools.  
“There is a small number of children in our 
schools who are struggling – for all sorts of 
reasons. The number varies. The Minister of 
Education believes the number is one in five. 
This is still just less than the OECD average of 
21%, but significantly higher than the numbers 
cited by educators and leading academics, who 
agree the reality in our primary schools is more 
like 15-16%.” 
- Ernie Buutveld (2010).  
 There are about 400,000 primary 
school students in New Zealand, so 
that even the lowest figure of 15% 
suggests there are 60,000 young 
people struggling in our primary 
schools. 
Evidence (2) 
• Lesley Longstone was Secretary of 
Education before she resigned in 
December 2012. 
• Lesley wrote in the Ministry of 
Education Annual Report 2012 that 
our education system is not entitled 
to call itself world-class. 
“However, the system is still under-performing 
for Māori learners and Pasifika learners, and 
learners from communities with significant 
social and economic challenges. While our 
education system continues to under-perform 
for these learners, we are not entitled to call 
ourselves world-class.”  
“Too many of our most vulnerable students, 
especially in secondary schools, are the 
unlucky recipients of a curriculum that is 
fragmented and bears no relationship to 
their cultural backgrounds or to contexts that 
have relevance and meaning for them. The 
curriculum they experience takes no account 
of their strengths, interests or next steps.”  
(Education Review Office, August 2012)  
Hypothesis 2 
• There are problems in our systems for skills 
formation in New Zealand.  
• These problems are particularly acute for the 
formation of “middle level” trades skills. 
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Number of residents in each 
occupation by skill level; 
Census 2006 
Occupation Number 
Motor Mechanic (General) 14,388       
Electrician (General) 13,491       
Chef 12,909       
Carpenter 11,397       
Secretary (General) 11,397       
Personal Assistant 8,997       
Painting Trades Worker 8,940       
Hairdresser 8,769       
Fitter (General) 7,335       
Cook 6,198       
Plumber (General) 6,153       
Real Estate Agent 5,769       
Printing Machinist 5,202       
Gardener (General) 5,037       
Hotel Service Manager 4,866       
Property Manager 4,545       
Real Estate Representative 4,461       
Baker 4,182       
Defence Force Member - Other Ranks 4,179       
Sheetmetal Trades Worker 3,903       L
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• Mark Oldershaw is chief executive of the 
Industry Training Federation: 
“At the moment the senior secondary 
school programme is heavily structured 
around the ‘pathway’ to university.     
The 70% of students who don’t go to 
university are not given the same clarity 
as to what they need to do get on a 
pathway to further training and work.” 
Recent Positive Developments 
• The curriculum in New Zealand schools is 
being broadened. 
• Links between schools and employers are 
being strengthened (e.g. Gateway). 
• Trades Academies and the Manukau Institute 
of Technology Tertiary High School have been 
established. 
• Stuart Middleton is Director of the 
Centre for Studies in Multiple 
Pathways at the Manukau Institute 
of Technology. 
• Stuart is an expert in understanding 
learner disengagement in schools. 
• He has led the way in recent initiatives to integrate 
school and ITP education for students. 
Vocational Pathways 
• The Ministry of Education, the industry 
Training Federation and and individual ITOs 
have worked together to produce vocational 
pathways in the NCEA qualifications. 
• This will need support and resourcing in 
schools to realise its full potential. 
Labour Market Skills 
“Skills have become the global currency of the 21st 
century. Without proper investment in skills, people 
languish on the margins of society, technological 
progress does not translate into economic growth, 
and countries can no longer compete in an 
increasingly knowledge-based global society.” 
(OECD, Better Skills, Better Jobs, Better Lives, 2012)  
Conclusion 
• “Skills have become the global currency of the 
21st century.” 
• Human capital theory is not enough for 
developing skills. 
• The system must offer “discover, discipline and 
display” opportunities for diverse learners. 
• We need to build on recent initiatives. 
Kua mutu tāku korero mo tēnei rā. 
    That finishes my talk for today.  
Ka tino nui te mahi i mua. 
    There is a lot of work in front of us. 
No reira, me āwhina tātou ki a tātou. 
    Therefore, let us help each other.  
